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EXECUTIVE SUMMARY 
DRAGOON WATER COMPANY, INC. 

DOCKET NOS. W-01917A-14-0312 AND W-01917A-14-0313 

Dragoon Water Company, Inc. (“Dragoon” or “Company”) is a for-profit Arizona “C” 
Corporation and a Class D public service corporation serving potable water to approximately 121 
customers in the unincorporated community of Dragoon, which is located between Wilcox and 
Benson in Cochise County, about three miles southeast of Interstate 10. 

On August 22,2014, the Company filed an application for a financing approval. Concurrent 
with that filing, on August 22,2014, Dragoon also filed an application for a permanent rate increase. 
On November 10,2014, Staff filed a letter declaring the application sufficient. A Procedural Order 
dated December 1,2014 consolidated the cases. On January 20,2015, the Company filed a Notice 
of Change of authorized representative and noted that the Company had retained a consultant in the 
matter. A Procedural Order dated January 23, 2015, extended the date for the Staff Report to 
February 9,2015. 

The Company proposed operating revenue of $132,936, an increase of $39,615, or 42.45 
percent, over test year revenue of $93,321, to provide an $1 1,746 operating income on its proposed 
$158,252 fair value rate base (“FVRB”) which is its original cost rate base (“OCREY). The 
Company’s proposed rates result in a 8.84 percent operating margin. The Company proposed rates 
would increase the typical monthly bill for a 5/8 x 3/4-inch meter customer, with a median usage of 
3,500 gallons, by $24.59 or 55.31 percent from $44.45 to $69.04. 

Staff recommends permanent rates that produce total operating revenue of $107,058, an 
increase of $13,737, or 14.72 percent, over test year revenue of $93,321, to provide a 10.49 percent 
rate of return on the $181,406 Staff-adjusted FVRB. Staffs recommended rates result in a 17.78 
percent operating income of $19,034 and a 17.78 percent operating margin. Staffs recommended 
rates would increase the typical monthly bill for a 5/8 x 3/4-inch meter customer, with a median 
usage of 3,500 gallons, by $7.05 or 15.86 percent from $44.45 to $51.50 without a loan surcharge. 

The Company’s financing application seeks approval for a $26,000, non-specified term loan 
from Southwestern Utility Management Company, Inc. (“Southwestern”). Southwestern is the 
management company for Dragoon. The financing represents short-term financing for plant 
replacement and repairs. The Company signed a promissory note with Southwestern on October 
10, 2013, expecting to repay the note in twelve months. The Company states that due to the 
Company’s financial position it has been unable to repay the full amount of the promissory note. 
An amount of $13,194 remained outstanding on the note at the end of the test year. 

Cash flow from operations is insufficient to cover debt service on the existing and proposed 
loan; thus, in addition to Staffs recommended permanent rates, the Company would need an 
additional source of funds to meet its obligations. Staff determined that additional surcharge 
revenues of $3,668 would be needed to provide the Company $12,000 of uncommitted cash flow, 
resulting in a 2.19 Debt Service Coverage (“DSC’7). Additional surcharge revenues of $3,668 
combined with Staffs recommended $13,737 increase in permanent rates represent an 18.65 percent 
increase over test year revenues of $93,321. The combined increase $17,405 ($13,737 + $3,668) 
provides sufficient cash flow to meet obhgations. A $2.75 per 5/8 x 3/4-inch meter equivalent 



monthly infrastructure improvement surcharge would provide the needed additional $3,668 under 
Staffs assumed loan terms (5-year amortizing loan at 4.69 percent interest rate). The infrastructure 
improvement surcharge combined with Staffs recommended permanent rates would increase the 
typical monthly bill for a 5/8 x 3/4-inch meter customer with a median usage of 3,500 gallons by 
$9.80, or 22.04 percent, from $44.45 to $54.25 including the surcharge (Schedule MJR-5.2). 

Staff recommends: 

0 Approval of Staffs rates and charges as shown in Schedule MJR-4. 

e That the permanent rates in this matter not become effective until the first day of the 
month after the Company files with Docket Control, as a compliance item in this 
docket, a Certificate of Compliance Letter of Good Standing issued by the Arizona 
Department of Revenue. 

0 In addition to collection of its regular rate and charges, the Company may collect 
from its customers a proportionate share of any privilege, sales or use tax, per 
Arizona Administrative Code (“A.A.C.”) Rule 14-2-409(D)(5). 

0 Directing the Company to docket with the Commission a schedule of its approved 
rates and charges within 30 days after the date the Decision in this matter is issued. 

e Authorizing the depreciation rates shown in Figure 6 of the Engineering Report. 

0 Granting the Company authorization to incur a 5-year amortizing loan in an amount 
not to exceed $13,194 pursuant to a loan agreement with Southwestern at an interest 
rate not to exceed 4.69 percent. 

e Granting the Company authorization to charge an infrastructure improvement 
surcharge to become effective concurrently with other rates authorized in this 
proceeding. Staff recommends the surcharge be $2.75 per 5/8 x 3/4 inch meter, 
with the charge for larger meters to be based upon standard meter multipliers as 
shown on Schedule MJR-8. The surcharge will automatically cease upon full 
payment of the loan balance. 

0 Directing that upon Commission approval of the surcharge, the Company shall open 
an interest-bearing account into whch all surcharge funds collected from customers 
will be deposited. 

0 Directing that the only disbursement of funds from this account will be principal and 
interest to pay southwestern. 

0 Directing the Company notify the Commission, through Docket Control, within 15 
days of loan being paid in full. 



Directing the Company to file its next general rate case no later than June 30, 2019, 
using a test year ending December 31,2018. 

Authorizing Dragoon to engage in any transaction and to execute any documents 
necessary to effectuate the authorizations granted. 

Directing Dragoon, as a compliance item in this case, to notify its customers of the 
authorized rates and charges approved in this proceeding, and their effective date, in 
a form acceptable to Staff, by means of an insert in its next regular scheduled billing 
and to file copies with Docket Control within 10 days of the date notice is sent to 
customers. 

That the Company coordinate its readings of its production and customer meters 
and file tlvs data semiannually with Docket Control, as a compliance item in this 
docket. Staff further recommends that the first water use data report be filed by 
September 30,2015. 

That the Company apply to Water Infrastructure Financing Authority for a Planning 
and Design Technical Assistance Program grant. This technical assistance grant 
would be used for an engmeering analysis to seek a resolution of the Company’s 
water loss problem. 

That the Company file a plan to fund the implementation of a water loss reduction 
project when the Company files its next rate application with the Commission. (See 
$D of the Engineering report for discussion and details.) 

That the Company file with Docket Control, as a compliance item in this docket and 
within 45 days of the effective date of a decision in this proceeding, at least three 
BMPs in the form of tariffs that substantially conform to the templates created by 
Staff for Commission’s review and consideration. The templates created by Staff are 
available on the Commission’s website at 
hm: /  /WWW.azcc.~ov/Divisions/Utilities/fonns.asD. 

Staff recommends a maximum of two BMPs may come from the “Public 
Awareness/Public Education and Training” categories. The Company may request 
cost recovery of the actual costs associated with the BMPs implemented in its next 
general rate application. (See SL of the Engineering report for discussion and 
details.) 
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FACT SHEET 

Company Statistics: 

Current Rates: Decision No. 65132 effective September 1,2002. 

Type of Ownership: C-Corporation. 

Location: The Company’s service area is located in the unincorporated community of Dragoon 
between Wilcox and Benson in Cochise County, Arizona, about three miles southeast 
of Interstate 10. 

Rates: 

Rate Application Docketed: August 22,2014 
Current Test Year Ended: December 31,2013 
Application Found Sufficient: November 10,201 4 

Monthly Minimum Charge 
(Based on a 5/8” X 3/4” meter) 

Current 
Rates 

$32.00 

Gallons in m u m  0 

CommoQty Charge: 
Excess of minimum, charge per 1,000 gallons: 
0 to 3,000 Gallons $ 3.25 
3,001 to 10,000 Gallons $ 5.40 
Over 10,000 Gallons $ 6.80 
Bulk water per 1,000 gallons $7.50 

Typical residential biU based 
On median usage of 3,500 gallons $44.45 

Customers: 

Number of customers in the prior test year (12/31/2000): 

Number of customers in the current test year (12/31/2013): 

Current year customers by meter size: 5/8 X 3/4 - inches: 

Seasonal customers: 

Company 
Proposed 

Rates 

$53.10 

0 

$ 4.16 
$ 6.91 
$ 8.32 
$8.32 

$69.04 

104 

121 

102 

zero 

Staff 

Rates 

$36.00 

0 

Recommended 

$4.00 
$7.00 
$8.50 
$8.50 

$51.50 



Dragoon Water Company, Inc. 
Docket Nos. W-01917A-14-0312 and WO1917A-14-0313 
Page 2 

FACT SHEET (CONT’D) 

Customer notification mailed 

No. of customer complaints January 1,2012 
through February 1,201 5: 

Percentage of complaints to customer base: 

August 22,2014 

2 

1.65% 



Dragoon Water Company, Inc. 
Docket Nos. W-01917A-14-0312 and WO1917A-14-0313 
Page 3 

SUMMARY OF RATE FILING 

The test year results, as adjusted by Staff, for Dragoon Water Company, Inc. (“Dragoon” or 
“Company”) show total operating revenue of $93,321 and operating expenses of $85,006 resulting in 
a $8,315 operating income, to provide a 4.58 per cent rate of return on the $181,406 Staff-adjusted 
original cost rate base (“OCRB”). Since the Company did not file reconstruction cost new 
information, Staff recommends recognizing a fair value rate base (“FVRB”) equal to the OCRB. 

The Company proposed revenue of $132,936, as shown on page P-19a of the application. 
The amount requested produces an increase of $39,615 or 42.45 percent over test year revenue of 
$93,321 to provide an $11,746 operating income and a 7.42 percent rate of return on its proposed 
$158,252 FVRB and OCRB. The Company’s proposed rates result in an 8.84 percent operating 
margm. The Company’s proposed rates would increase the typical monthly residential bill for a 5/8 
x 3/4-inch meter customer, with a median usage of 3,500 gallons, by $24.59 or 55.31 percent, from 
$44.45 to $69.04 (Schedule MJR-5.1). 

Staff recommends permanent rates that produce total operating revenue of $107,058, an 
increase of $13,737 or 14.72 percent, over the test year revenue of $93,321, to provide a $19,034 
operating income and a 10.49 percent rate of return on the $181,406 Staff-adjusted FVRB and 
OCRB. Under Staffs 
recommended rate design for permanent rates, the typical monthly bill for a 5/8 x 3/4-inch meter 
customer with a median usage of 3,500 gallons would increase $7.05, or 15.86 percent, from $44.45 
to $51.50 (without a loan surcharge). 

Staffs recommended rates result in a 17.78 percent operating margin. 

Dragoon is a small water provider, which serves the unincorporated community of Dragoon 
which is located between Wilcox and Benson in Cochise County, Arizona, about three d e s  
southeast of Interstate 10. During the test year ended December 31,2013, Dragoon provided water 
to 121 customers. Out of the total, 102 were served by 5/8 X 3/4 inch meters and 4 were served by 
1-inch meters, the remaining customers are metered bulk water customers. 

Dragoon’s business activities are currently managed through a contract with Southwestern 
Utility Company, Inc. (“Southwestern”). In addition to the services provided by Southwestern, the 
Company also contracts for taxes, legal and rate case consulting services as necessary. 

COMPANY BACKGROUND 

Dragoon is a for-profit Arizona C-Corporation and a Class D public service corporation 
serving potable water to approximately 121 customers in the unincorporated community of 
Dragoon in Cochise County, Arizona. The certificate of convenience and necessity (“CC&W7) for 
the water system was granted in Decision No. 34779, dated October 1, 1963. Current rates were 
established in Decision No. 65132 effective September 1,2002. 

Dragoon filed both its application for a fmance approval and an application for a permanent 
rate increase (“Application”) on August 22, 2014. A Procedural Order dated December 1, 2014, 
consolidated the rate and fmancing cases. Staff deemed the Company’s rate application sufficient 
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and notified Dragoon by letter on November 10, 2014. The Company mailed a rate application 
Notice to customers on August 28, 2014 and a financing application Notice to customers on 
November 4,2014. 

CONSUMER SERVICES 

A review of the Consumer Service records showed that for the period January 1, 2012, 
through February 1,2015,2 complaints were filed against the Company: 

2012 
2013 -0- 
2014 1 Complaint - Billing 
2015 -0- 

1 Complaint - Curtailment questions 

All complaints have been resolved and closed. 

A review of the Company’s billing format indicates that it is in compliance with the Arizona 
Administrative Code (‘A.A.C.’’) R14-2-409(€3)(2). 

COMPLIANCE ISSUES 

The Company has no delinquent compliance items with the Arizona Corporation 
Commission (“ACC” or “Commission”) Utilities Division. The Company is current on its property 
tax obligations. 

ENGINEERING ANAJLYSIS 

Staff Engineer concludes that the emergency replacement of a well pump in Well No. 2, 
which was completed in September of 2013 in the amount of $45,922 was a reasonable cost and the 
capital improvements at Well No. 2 listed in the Engineering report Table 5 were appropriate. An 
amount of $13,149 of the $45,922 cost is included in the Staff financing recommendation discussed 
later in this report. Details of Staffs review of the system are presented in the attached Staff 
Engineering Report. 

Dragoon Water has an approved Backflow Prevention tariff on file with the ACC. 

The Company’s has an approved Curtailment tariff on file with the ACC. 

RATE BASE 

Staffs four rate base adjustments result in a net increase to the Company’s proposed rate 
base by $23,152 from $158,254 to $181,406, as shown in Schedule MJR-2, page 1. Details of Staffs 
adjustments are explained below. 
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Plant Adiustment - In adjustment A, Staff decreased plant in the amount of $7,291 as 
shown in Schedule MJR-2, page 2. The adjustment included changes to conform to the 2000 test 
year rate case Decision No. 65132. The test year included $7,291 in post-test year plant, the 
Company included &IS amount in the beginning plant balances from the last test year and also 
included these as an addition in the 2001 year additions. 

Accumulated Depreciation - In adjustment B, Staff decreased Accumulated Depreciation by 
Staff calculated an $36,855, from $491,981 to $455,126, as shown in Schedule MJR-2, page 3. 

accumulated depreciation balance by adding depreciation expense for $e years 2001-2013 using a 
%-year convention for Additions and Retirements, and subtracting accumulated depreciation for 
recorded plant retirements. 

Customer Security Deposits - In adjustment C, Staff decreased rate base in the amount of 
$2,610 for the amount shown on the Company balance sheet as Customer Deposits. 

Workinz Capital - In adjustment D, Staff included a cash working capital allowance of 
$6,703 based on the formula method, as shown in Schedule MJR-2, page 1. The formula method 
r e c o p e s  one-eighth of the operating expenses excludmg depreciation, taxes, and purchased power 
and expenses plus one twenty-fourth of purchased power and water expenses. 

OPERATING INCOME 

Staffs eight operating income adjustments decrease the Company’s proposed total operating 
expenses by $26,963, from $111,969 to $85,006, as shown in Schedule MJR-3, page 1. Details of 
Staffs adjustments are discussed below. 

Repairs and Maintenance - Adjustment A decreases the cost by $5,086 to normalize the cost 
of repairs and maintenance to the average of five years of repairs and maintenance. (Staff reviewed 
the Company annual reports filed with the Commission and found that the costs vary considerably 
from year to year, Staff normalized to provide a more representative amount for the test year.) 

Office Supplies and Expense - Adjustment B decreases the cost by $2,370 to normalize the 
cost of office supplies and expense to the average of five years of office supplies and expense. (Staff 
reviewed the Company annual reports filed with the Commission and found that the costs vary 
considerably from year to year, Staff normalized to provide a more representative amount for the 
test year.). 

Outside Services - Adjustment C decreases this account by $12,600 to remove  draws" from 
the outside services account. The Company included in its application, check stubs marked draw. 
The draws were unsubstantiated by invoices or a contract for services. Other outside services were 
substantiated with invoices or contracts. 

Water Testing - Adjustment D decreases water testing expenses by $181 to reflect Staffs 
recommended amount of $1,522. See Engineering Report. 
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Miscellaneous Expense - Adjustment F increases miscellaneous expenses by $2,052 to 
normalize the expenses over five years. (Staff reviewed the Company annual reports fled with the 
Commission and found that the costs vary considerably from year to year, Staff normalized to 
provide a more representative amount for the test year.) 

Depreciation - Adjustment G decreases tlus expense by $16,586 from $33,364 to $16,778 to 
reflect application of Staffs recommended depreciation rates to Staffs recommended depreciable 
plant amounts, as shown in Schedule MJR-3, page 3. 

Property Tax - Adjustment H increases tlus expense by $1,858 to reflect Staffs application 
of the modified version of the Arizona Department of Revenue’s (“ADOR”) property tax 
methodology which the Commission has consistently adopted as shown in Schedule MJR-3, page 4. 

Income Taxes - Adjustment I increases tlus expense by $5,949 to allow for Staff calculated 
income taxes on the test year operating income as shown in MJR-3, page 5. 

REVENUE REQUIREMENT 

Staff recommends total operating revenue from permanent rates of $107,058, an increase of 
$13,737, or 14.72 percent, over the test year revenue of $93,321. Staffs recommended revenue 
provides a rate of return of 10.49 percent, an operating income of $19,034, and a 17.78 percent 
operating margin as shown in Schedule MJR-1. Staffs recommended revenue is sufficient to cover 
operating and maintenance expense and to manage contingencies, but is not sufficient to provide 
debt service on the Company’s proposed loan (see finance discussion below). 

RATE DESIGN 

Schedule MJR-4 presents a complete list of the Company’s present, proposed, and Staffs 
recommended rates and charges. 

The present rate structure includes a monthly minimum charge that increases by meter size 
and an inverted three-tier commodity rate for all meter sizes with break-over points at 3,000 gallons 
and 10,000 gallons for all meter sizes. The commodity rate per 1,000 gallons is $3.25 up to 3,000 
gallons, $5.40 for 3,000 to 10,000 gallons and $6.80 over 10,000 gallons. No gallons are included in 
the monthly minimum charge for any meter size. 

The Company proposes a rate structure that includes a monthly minimum charge that 
increases by meter size and an inverted three-tier commodity rate for all meter sizes with break-over 
points at 3,000 gallons and 10,000 gallons for all meter sizes. The proposed rates represent increases 
over present rates to both the monthly minimum charges and the commodity rates for all meter 
sizes. As proposed by the Company, the monthly minimum charge for a 5/8 x 3/4-inch meter 
would increase from $32.00 to $53.10. The Company’s proposed rates would increase the typical 
residential bill, with a median usage of 3,500 gallons, by $24.59 (55.31 percent), from $4-4.45 to 
$69.04, (Schedule MJR-5.1). 
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Staff recommends a rate structure that includes a monthly minimum charge that increases by 
meter size and an inverted three-tier commodity rate for all 5/8 x 3/4-inch and 3/4-inch meters, and 
a two-tier commodity rate for larger meters. Staff recommends break-over points that increase by 
meter size. Under Staffs recommended rate design for permanent rates the typical monthly 
residential bill for a 5/8 x 3/4-inch meter customer with a median usage of 3,500 gallons would 
increase by $7.05, or 15.86 percent, from $44.45 to $51.50 without a loan surcharge (Schedule MJR- 
5.1). 

The Company proposes increases to all its service line and meter installation charges. Staff 
concurs with the Company increases to the service h e  and meter installation charges, as shown in 
Schedule MJR-4, page 2. 

The Company proposes an increase of $15 to $30 for Non-Sufficient Funds (“NSF”). Staff 
recommends denial of the $30 and recommends $20, since this falls within the $15-$25 range 
generally supported by Staff. 

The Company proposes to increase the meter re-read (If Correct) charge from $15 to $25. 
Staff recommends denial of the increase and recommends approval of a $20 Meter Re-read (If 
Correct) charge. A $20 charge falls within the range generally supported by Staff. 

Staff recommends removal of the specific After Hours charges for Establishment (currently 
$65), Re-establishment (currently $SO), and Reconnection (currently $75). Staff agrees that an 
additional fee for service provided after normal business hours is appropriate when such service is at 
the customer’s request. Such a tariff compensates the utility for additional expenses incurred from 
providing after hour services. Staff recommends approval of the $35 After-Hour Service Charge 
(flat fee) proposed by the Company. Staffs recommended water system service charges are shown 
in Schedule MJR-4, page 2. 

FINANCIAL ANAJ-.,YSIS - LOAN AUTHORIZATION REQUEST 

Putpose and Descnption of the Requested Financing 

The requested financing is needed to cover emergency repair and replacements to Well No. 
2. The emergency occurred in September of 2013 at a cost of $45,922. The Company was unable to 
fund the entire cost and requested a short term loan from Southwestern. A promissory note 
between southwestern and the Company was signed on October 10, 2013. The Company planned 
to repay the loan within twelve months, but was unable to do so as there was not enough cash flow 
provided by operations to cover the promissory note repayment terms. The financing application 
states that if the Commission approves this financing application, the parties will execute an 
addendum to the promissory note setting the term and schedule of payments. 

Staff found the cost of the replacement of the failed pump in Well No. 2 was reasonable and 
that the capital improvements in Table 5 of the Engineering Report were appropriate. 
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Staff recommends that the financing application in the amount of $13,194 (the unpaid 
balance of the $26,000 short term loan) be approved and that the loan be amortized over 5 years at 
an interest rate of 4.688 (the rate of the Company’s existing Water Infrastructure Financing 
Authority (‘WIFA’) loan as (shown in Schedule MJR-6.2A). As shown on MJR-6.2B, the annual 
debt service requirements (principal and interest) for a $13,194 5-year loan at 4.688 percent interest 
rate is $2,965. The incremental taxes are $703. The total annual requirement is $3,668. 

Debt Seruice Coverage and Cash Flow Ana4.ri.r 

The Company has an existing WIFA loan with a balance of $76,735 as of January 1, 2015. 
Staff calculated a 2.36 DSC for the existing loans using Staffs recommended permanent rates. 
(Schedule MJR 6.1). Staff also calculated a pro forma 2.01 Debt Service Coverage (‘‘DSC”) using 
Staffs recommended permanent rates, and the proposed $13,194 loan as shown in Schedule MJR- 
6.1. 

Staffs cash flow analysis on Schedule MJR 7, reflects that the recommended permanent 
rates produce a pro forma cash flow of $12,000. However, the addtional ftnancing, if approved 
reduces the cash flow to $9,155. Accordingly, the Company would need a source of funds other 
than that provided by permanent rates to meet all obhgations associated with the proposed loan and 
cover operating expenses and an uncommitted cash flow of $12,000 for contingencies. Staff 
recommends that an infrastructure improvement surcharge be approved to allow the Company to 
maintain a cash flow of $12,000. Staff prepared the cash flow analysis presented in Schedule MJR-7 
and determined that the Company would need additional funds of $3,668, to meet debt service 
obligations of the new loan, plus incremental taxes. Staffs recommended $107,058 permanent 
revenue combined with $3,668 of infrastructure improvement surcharge revenue provides a 2.19 
DSC as shown on Schedule MJR-6.1. 

Loan SurcbaTe 

A $2.75 per month 5/8 x 3/4-inch meter equivalent infrastructure improvement surcharge 
would provide the $2,965 plus incremental income taxes of $703 of additional funds needed under 
Staffs assumed loan terms. The infrastructure surcharge combined with Staffs recommended 
permanent rates would increase the typical monthly residential bill for a 5/8 x 3/4-inch meter 
customer with a median usage of 3,500 gallons by $9.80, or 22.04 percent, from $44.45 to $54.21 
(Schedule MJR-5.2). 

Capital Stmcture 

As reported in its rate application, Dragoon’s capital structure as of December 31, 2013, 
consisted of 0.0 percent short-term debt, 51.0 percent long-term debt, and 49.0 percent equity. Staff 
calculated a pro forma capital structure reflecting issuance of a $13,194, 5-year amortizing loan at 
4.688 percent per annum, and it is composed of 10.56 percent short-term debt, 53.15 percent long- 
term debt and 36.29 percent equity. 
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STAFF RECOMMENDATIONS 

Staff recommends: 

0 Approval of Staffs rates and charges as shown in Schedule MJR-4. 

0 That the permanent rates in this matter not become effective until the first day of the 
month after the Company files with Docket Control, as a compliance item in this 
docket, a Certificate of Compliance Letter of Good Standing issued by the Arizona 
Department of Revenue. 

0 In addition to collection of its regular rate and charges, the Company may collect 
from its customers a proportionate share of any privilege, sales or use tax, per 
Arizona Administrative Code (“A.A.C.”) Rule 14-2-409@)(5). 

0 Directing the Company to docket with the Commission a schedule of its approved 
rates and charges within 30 days after the date the Decision in this matter is issued. 

0 Authorizing the depreciation rates shown in Figure 6 of the Engineering Report. 

0 Granting the Company authorization to incur a 5-year amortizing loan in an amount 
not to exceed $13,194 pursuant to a loan agreement with Southwestern at an interest 
rate not to exceed 4.69 percent. 

0 Granting the Company authorization to charge an infrastructure improvement 
surcharge to become effective concurrently with other rates authorized in this 
proceeding. Staff recommends the surcharge be $2.75 per 5/8 x 3/4 inch meter, 
with the charge for larger meters to be based upon standard meter multipliers as 
shown on Schedule MJR-8. The surcharge will automatically cease upon full 
payment of the loan balance. 

0 Directing that upon Commission approval of the surcharge, the Company shall open 
an interest-bearing account into which all surcharge funds collected from customers 
will be deposited. 

0 Directing that the only disbursement of funds from this account wdl be principal and 
interest to pay Southwestern. 

0 Directing the Company notify the Commission, through Docket Control, within 15 
days of the loan being paid in full. 

0 Directing the Company to We its next general rate case no later than June 30, 2019, 
using a test year ending December 31,2018. 



Dragoon Water Company, Inc. 
Docket Nos. W-01917A-14-0312 and WO1917A-14-0313 
Page 10 

0 Authorizing Dragoon to engage in any transaction and to execute any documents 
necessary to effectuate the authorizations granted. 

0 Directing Dragoon, as a compliance item in this case, to notify its customers of the 
authorized rates and charges approved in this proceeding, and their effective date, in 
a form acceptable to Staff, by means of an insert in its next regular scheduled billing 
and to file copies with Docket Control within 10 days of the date notice is sent to 
customers. 

0 That the Company coordinate its readings of its production and customer meters 
and file i%s data semiannually with Docket Control, as a compliance item in this 
docket. Staff further recommends that the first water use data report be filed by 
September 30,2015. 

0 That the Company apply to Water Infrastructure Financing Authority for a Planning 
and Design Technical Assistance Program grant. This technical assistance grant 
would be used for an enpeering analysis to seek a resolution of the Company’s 
water loss problem. 

0 That the Company file a plan to fund the implementation of a water loss reduction 
project when the Company files its next rate application with the Commission. (See 
SD of the Engineering report for discussion and details.) 

0 That the Company file with Docket Control, as a compliance item in this docket and 
within 45 days of the effective date of a decision in tlvs proceeding, at least three 
BMPs in the form of tariffs that substantially conform to the templates created by 
Staff for Commission’s review and consideration. The templates created by Staff are 
available on the Commission’s website at 
http: / /www.azcc.gov/Divisions /Uthties /forms.asD. 

0 Staff recommends a maximum of two BMPs may come from the “Public 
Awareness/Public Education and Training” categories. The Company may request 
cost recovery of the actual costs associated with the BMPs implemented in its next 
general rate application. (See $L of the Engineering report for discussion and 
details.) 



Dragoon Water Company 
Docket Nos. 
‘l’est Year Jhded l>eccrnbcr 31,2013 

lV-019171\-14-0312 Kc W-0191 7,-\-14-0313 

I’lopo’cd 1<.1tt\ - 

Compaii\ Stdft 
a\ a5 

Fdcd ~\dlu\teJ 

6 13 1,884 S 106,006 

1,052 1,052 

$132,936 $107,058 

$80,191 562,006 
33,364 16,778 

4,601 5,338 
3,033 3,902 

$121,190 $88,024 

Srlredule LlJ!I-l 

H‘ltL\ 
St‘l! 

J~c iomrncndc~ 

With Saichalg 

$1 06,006 

3,668 
1.052 

$110,726 

$62,006 
16,778 

5,404 
4,538 

$88,727 

Revenues 
Metered Watei Revenue 
Unmeteied Water Revenue 
Suichaige 
Other Water Revenues 

3.76 5.84 

2.86 2.36 

’Total Operating Revenue 

5.9( 

2.1: 

Operating Expenses: 
Operation and Maintenance 
Depreciation 
Taxes Other than l’roperty and Income 

Property Taxes 
Income Tax 

8.84% 17.78% 

Total Operating Expense 

19.87% 

Operating Tncome/(Loss) 

Rate Base 

Rate of Return - On Rate Base 

Tunes Interest Earned Ratio (Pie-Tax) 

Debt Seivice Coverage Ratio (Pre-Tax) 

Operating Margn 

NOTES: 

Present Rates - -  

Company Stat 

Fllcd .\djustcc 
as a 

$92,269 592,169 

1,052 1,052 

S93.321 $93.321 

S80,191 $62,006 
33,364 16,778 

3,230 5,088 
(4,816) 1,133 

$111,969 $85,006 

(61 8,648) $8,315 

$158,252 $181,406 

NIX1 4.58% 

N/Al 2.41 

-0.99 1.5t 

N/M 8.91% 

1 .  l’he times interest earned ratio CrlER) rrprcscnts the ability of  the 

Company to pay interest expenses before taxes. 

2 .  the I k b t  Service Coverage Ratio (l’re-l’zx) 

’ Operating Margin represcnts the propoi-tion of funds availat)le to 
pay interest and other below the linc or non-ratemaking cxpcnscs 

$1 1,746 $19,034 I $21,999 

$1 58,252 $1 81,406 

7.42% 10.49% 

$1 81,406 

12.13% 
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Dockcr Nos.\~'-Ol~l7.\-1.1-0312 & \V-019171\-11-0313 
'l'cst 'I'ear I h d c d  I)cccmbcr 31, 201.3 

Plant 111 Service 
1 
2 Lei? 
3 .\ccum Deprcciatlon 491,981 (36,855) B 455,126 
4 
5 Net Plant S227,372 $29,564 $256,936 I 
6 
7 Less 
8 Plant Advance\ S60,687 $0 $60,687 
9 Cu\tomei Sccuiit) Deposit\ 0 2,610 c> 92,610 

10 
11 Total .2dvance\ $60,687 $2,610 S63,297 
12 
13 Contnbutiun\ Gtoss 3125,935 so $125,935 
14 
15 ,\mortization of CL\C 106,999 0 106,999 
16 
17 "Jet CL1C $18,936 so SI 8,936 
18 
191 Total Deduction5 $79,623 $2,610 $82,233 ] 
20 
21 PlUi 
22 1 /24 Power $524 SO 5524 
23 
24 1 /8  Operauon & hlaint 9,981 (3,802) 6,179 
25 
26 Inventory 0 0 0 
27 
28 Prepayment5 0 0 0 
29 
30 Total Addition\ S10,505 (93,802) D $6,703 
31 

32 R a t e  Base $158,254 $23,152 $181,406 

Explanatlon of Adjustment 

.I See Schcdule MJl1-2, Page 2 PLANT i1DJUSI'MIZNIS 

C: Decreases rate base for the amount o f  customer secui-ity drposits shown 011 thc balance sheet 

1) ' [he Company rcquestcd total working capital of $10,505, but did not b r d d o w n  betwcen I'owe~- and 
powcr and operating expenses, Staff calculated the cash worlting capital on Staff xijustcd 
operating expenses 



Dragoon Water Company 

'Test Year I'ndetl l>eccinbc.r 31,1013 
Il<>cket Nos.\~'-OI 917,1-14-0312 & \X1-01917A-1~1--0.313 Sch~dule MJI< 2 

1"rgc 3 u t  3 

1 
301 Organization 

302 Franchises 
303 Land & I .and Rights 
304 Structures & Improvements 

307 Wells & Springs 
310 Power Generated Equipment 
31 1 Pumping Eqlupment 

320.1 Water 'l'rcatment Equipment 
320.2 Solunon Chemical Feeders 

330 Distribution lieservolrs and Standpipe 
330.1 Storage Tanks 
330.2 Pressure 'l'mks 

331 'l'ransmissioii & Distribution i2;luns 

333 Services 
334 Meters & Metcr Installaaons 

335 1Iydrants 
336 Hackflow Prevention llcvices 
339 Other Plant and Misc. Equipment 
340 Office Furniture S: Equipmciit 

340.1 Computers & Software 

341 'Transportation Equipment 
343 'l'ools Shop & Garage Fkpipment 
344 Laboratory Equipmcnt 
345 Power Operated E q q m e n t  
346 Communication Equipmcnt 
347 Miscellaiieous Equipment 
348 Other 'Tangible Plant 

TOTALS 

307 Wells & S ~ n n g s  

Ifxplanation of I\djustmcnt /\: 

S6,983 $0 S6,983 
0 0 0 

5,187 0 5,187 
29,114 0 29,114 
56.182 (7,291) 48,891 

0 0 0 

235,097 0 235,097 
3,649 0 3,619 

0 0 0 
96,107 0 96,107 

0 0 0 
0 0 0 

21 7,077 0 217,1177 
20,126 0 20,326 
29,098 0 29,098 

633 0 633 
0 0 0 

0 0 0 

4,045 0 4,045 
0 0 0 

0 0 0 
280 0 280 

0 0 0 

0 0 0 
0 0 0 
0 0 0 

15,575 0 15,575 
0 0 0 

$719,353 ($7,291) $712,062 

Company Staff ildjustmcrit 

s 7,291 $ S (7,291) 

Company placed 111 beginning balancc and 
adclcd in 2001, Ilccision NU. 65132 allowed 
amount as Post 'l'cst Year plant. 



Dragoon Water Company 
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'i'cst Year Iriidcd Deccinbcr 3 I .  20 I 3  

Schedule hJ)li-3 
J'age 3 of 3 

301 
302 
303 
304 
307 
31 0 
31 1 
320 

320.1 
320.2 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
309 
348 

.Accumulated Ilcprecisition 
Halanccs 
Clrganization 
Franchises 
Land PC Jzmd 12iglits 
Structures & Jinpro\'eincnts 
\Wells & Springs 
Power Generation fiquipmcnt 
l'umping 15yuipmcnt 
\Water 'l'reatmcnt 1-iyuipmcnt 
X'atcr 'l'reatmcnt l'lsnt 
Solution Chcrntcal I'ecdcrs 
Dist. licservoirs PC Standpipes 
Storage 'IBnks 
Pressure 'l'anks 
Ti-ansmission & l~ist~-ibution Main 
Services 
Meters & hleter Instdlation 
I Ipdrants 
Hackflow l'rcvention Dcviccs 
Other Plant K: lzlisc J%iuipnicnt 
Office Ful-niture k l'quipincnt 
Computers & Software 
Transportation Ikpipmcnt 
Stores Equipmcnt 
I ools, Shop, & Garage I'quipt 
i aboratory lk~iiipmciit 
I'owcr Operated Equipment 
Communication Iiquipmcnt 
hlisccllaneous Equipment 
Flowhead Aft-tcrs 
Other Tangible Plant 

,. 

lkpreciation Rates 
llecision No 

60408 
n/a 
n/a 
n/a 

3.33% 
3.33Yo 
5.00% 
12.50% 
0.00% 
3.33% 

20.00Oh 
0.00% 
2.22% 
5.00% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
0.00% 
6.67% 

20.00% 
20.00% 
4.00% 
5.00% 
10.00% 
5.00% 
10.00% 
10.00% 
0.00% 
2.50% 

hccumulateci Depreci:ition - Per Company 
Accumulated Uept-ecintion - l'cr Staff 

Total Adjustment 

Jixplanation of , \d~~istmcnt  H: 

23,298 
29,714 

218,562 
720 

62,278 

102,472 
10,640 
29,097 

24s 

4,045 

126 

S 

Per 
3taff 

16,091 
30,335 

181,937 
668 

55,516 

11 8,727 
9,620 

25,470 
143 

4,045 

119 

10781 12,454 1,673 
S 491,981 455,126 S (36,855) 

.\mount 

5491,951 
455.126 

($36,855) 

'1'0 I-eflcct plant adjustments, ;~pplication of thr autl~ortzcd ckprcci:ition 
mtcs and 1-cmoval o t  dc'preciation accrued on fully 
dcprcciatcd p1:int and to r c c o p z c  ~-ctire~nc'nts. 
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\V-01917X-l4-O~12 8: XT-O1 91 7-1-14-0313 
Schedule lfjlt-1 

Page 1 o f  5 

Revenues: 
461 Metered Water Revenue 
460 Unmetered Water Revenue 
474 Other Water Revenues 

Total Operating Revenue 

Operating Expenses: 
601 Salaries and Wages 

610 Purchased Water 

615 Purchased Power 

618 Chemicals 

620 Repairs and Maintenance 

621 Office Supplies & Expense 

630 Outside Services 

635 Water Testing 

427.2 Customer Security Deposit Interest 

650 Transportation Expenses 

657 Insurance - General Liability 

659 Insurance - Health and Life 

666 Rate Case Expense 

675 hhscellaneous Expense 
403 Depreciation Expense 
408 Taxes Other Than Income 
408.1 1 Property Taxes 
409 Income Tax 

Company Staff s ta Sf 
Exhibit ;\djustmetits Adjusted 

$92,269 (80) A $92,269 
0 0 0 

1,052 0 1,052 

$93.321 ($0) $93.321 

$0 
1,040 

11,538 

197 

9,143 

3,611 

38,919 

1,703 

146 

0 
1,952 

0 

7,000 

4,939 
33,364 

0 
3,230 

(4.81 6) 

$0 
$0 

$0 
$0 

($5,086) 

($2,370) 

($1 2,600) 
($181) 

$0 
$0 

$0 
$0 
$0 

$2,052 
($1 6,586) 

$0 
$1,858 
55.949 

$0 
1,040 

11,538 

197 
A 4,057 

H 1,244 

c 26,319 

D 1,522 

146 

0 

1,952 

0 

7,000 

E 6,991 
F 16,778 

0 
G 5,088 
€I 1.133 

Total Operating Expenses $111,969 ($26,963) $85,006 

JOPERATING INCOME/ (LOSS) ($18,648) $26,963 $8,315 ] 
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’I’est Year Ended Decenilier 31,2013 

Scheduie MJR 3 
Page 2 of 3 

A - E P A I R S  iiND LMINTENANCE - Per Company 
Per Staff 

Normalize Repalr and Maintenance 5-Tears average 2008-2012 

B - OFFICE SUPPLIES AND EXPENSES - Per Company 
Per Staff 

Normalize Office Supplies and Expenses 5-years average 2008-2012 

C - OUTSIDE SERVICES - Per CompanT 
Remove Draws 

Per Staff 

D - K’rlTER TESTIXG - Per Company 
Per Staff 

To recognize the average on-going water testing expenses. 

E - MIISCELLAN-EOUS EXPENSES-Per Company 
Per Staff 

$9,143 
4,057 ($5,086) 

$3,614 
1,244 ($2,370) 

$38,919 
(12,600) 

$1,701 
1,522 ($181) 

4,939 
6,991 $2,052 

Normalize Repair and Maintenance 5-years average 2008-2012 

F - DEPRECIATION - Per Company 
Per Staff 

To reflect application of Staffs depreciation rates to Staffs 
depreciable plant balances by account. 

G ~ PROPERTY TAX ~ Per Company 
Per Staff 

To reflect XDOR niethodolgy for calculating property tax 

H - INCO1\.IE TAXES - per Company 
l’cr Staff 

$33,364 
16,778 ($16,586) 

$3,230 
5,088 $1,858 

($4,8 1 6) 
1,133 $5,949 

To reflect allowaticc for C-Corporation Income taxes. 



235,097 

s 6 743 6383 S 6,983 S 

5,187 5,187 
29,111 29.114 
56,182 48,X91 

235,097 
3.6-17 

76.107 

2 1 i . m  
20,396 
29.077 

633 

4.045 

240 

235,097 
3619 

151,032 8l.Ob5 
3.61') 

76,107 

217,077 
70,326 

14.578 1 I,i20 
613 

4,045 

2Rti 

15,575 15.575 1.5.575 

s 711),351 712,062 S 181.X2.5 S i i n , Z i i  
12.170 12,170 

I 707.181 S 6'19,892 $ i31l.237 

31,361 
$ (16,186) 

5 125935 
4 1 iOi)"/n 

s 5.226 
$ 16,718 



Dragoon Watcr Compny  
l h c k c t  h',>S.\V-Ol Y1 7z\- 14113 I2 cyr \v 01 'I1 7'1-1 4-031.3 
'I'est Yesr Ended Dcccmlxr  i l ,  2(1 I3 

Schcduli, .Mi R- 3 
l'zgc & I F  5 

OPERATING INCOME ADJUSTMENT I 3  - PROPERTY TAXES--C-CORP 
I \ I  1'31 IG 

1 
2 
4a 
41, 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 

22 
21 
24 

Staff .\dlustcd 'l'rst Year Ke\-tmrics ~ 2012 
Weight ]'actor 
Subtotal (lint 1 * l i n e  2) 
Staff,Zdjustcd Test Year Re\-eniies ~ 2013 
Staff Rccominendcd Reveflue, l'cr Sclicdule MJK-1 
Subtotal (1 ine 4 + Thc 5) 
Number of Years 
Thiee Year Average (Tine 5 / l i ne  6) 
Department of Re\-enuc Mudplier 
Kerenue Base Value (Line 7 * Line 8) 
Plus: 10"~" of CWJP - 
1,ess: Net Book Value of Licensed \Tehiclcs 
Full Cash Value (Line 9 + Line 10 - J m c  11) 
hssessment Ram 
Assessment Value (Jim 12 * 1,ine 13) 
Composite Property Tax Kate (Company l'riiperty 'Tau A ,lsscssment Value) 

Staff Proposed Proper? 'Tax Expense ( J ~ i e  14 * I.inc 15) 
Company Proposed Property Tax 

Staff'l'est Year Adjustment (Line 16-Jme 17) 
Property Tax - Staff Recommended l<c\-cnuc Odnc 14 * 1,ine 15) 
Staff Test Year Adlustfed I'roperty Tau lixpensc (l,ine 16) 
lncrease/(Decrease) to Property 'Tax Expense 

Increase/(Decrease) to Property Tau Expense 
Increase in Revenue Requirement 
Increasc/(Decrease) to Property Tas per llollar Increase in Revenue (l,ine19/l,inc 20) 

s 93.321 S 93,321 5 91.i21 
7 - 2 2 

S 186,642 s ! 8(1,(,42 186.642 

107,058 110,726 
S 270,963 S 203,700 297,368 

93,321 

3 3 3 
s 91,121 s 97,900 99,123 

7 2 I 2 
5 186,642 S 195,800 198,246 

S 186,642 S 195,800 19S,246 

34,529 S 16,223 s 36,675 
18.5"1<, 18.5'1 a, 18.5"'o 

14.73559c 11.7155"'~ 14.7355% 

$ 5,088 
3,210 

s 1,858 

i 5,118 s 5,404 
b 5,088 $ 5,138 
s 250 Tp 67 

67 $ 
11,737 3,668 

1817384"o 1 81 7184" 0 

250 S 

References: 
Col [A]: Company 
Col jH]: Staff Report 



L1\1 
i\o 

18 
I9 
20 

21 
22 
23 

21  
23 
26 
21 
28 
30 
31 
32 

33 
Z4 
35 
16 
17 
38 
39 
1 0  
31 
42 
43 
41 
15 
46 

17 

(I:) 

s 19.113 I 
s 6.315 

s 10,719 

$ 5.902 
s 1,133 

s 2,768 

s 
Reqiilred Jncreasc m Revenue to Ilroiidc for Cnrollr~ctihlr T i p  (1.26 - 1.27) S 
I'mpeq 'Tax \ ~ i t l i  Recommended Rei ~ U C  (Sclieddr C-Prop Taser 1-19) S 5.118 

on Test Ycar Rcvcnuc (Sclr~ddc C-Prop 'Taxer 1.20) $ 5.1188 
roperty 'Tax Duc to Incre~se  111 Rcrcnue &30-11) s 250 

Staff Staff l'n, R,m,; Staff l'ro J%ma 
'1.otal Rcquked Increasc ui Revrnue (7.21 i 1.24 + 1.29 + 1.12) S 17.737 \\ /llrbt \T'/llcl,t 
Conbiatin,i of b r ~ n i r  ra\- 

Opmatmg E*pmses ExcIudii1,o Inrome 'I '  s 83.873 s - s 81.121 $ 84,123 S 84.123 

1'CFt l i%lr ncc~,mmenciPci Ti'/CI Sorrhargc \\'/S,Kd,Xgc ____.- 

Rr\ enue (Schcdde AiJR-l and AiJl<-7) S 91.121 S 13,737 S 10 S 107,058 $ 110,726 

S)ncl i romA Interest ?dJR 6.1 s 3,927 5 4,495 9. 4,495 
.%nzona 'Taxable Inroine (L33 - L3-1 - 1.35) s l9,009 $ 18.111 s 22,109 
Amona Stare Income Tax Rate 6 511% 6 iil% h 5lWb 
An7ona Income 1.a.. e36 s L37) $ 359 S 1.236 $ 1.199 $ 1.437 
1;ederal l'aadble Income (1.36 ~ L38) s 5,162 $ 17.213 5 20,672 e 17,773 

$ s - s  
s -  5 s 
s $ - s  
s -  s - s  

Federal I'ar on F r s t  lncomc Hrachet ($1 ~ Sji1,OOO) @ 1% s 771 $ 2,666 S 2,586 5 3,101 

rota1 Federal Incomr Tar s 774 S 77l s 2.6(>6 5 2.666 S 2,586 $ 1,101 
Combined Frtlcl-al and State Income f a \  (1.38 + U5) 5 1.133 s 3.9112 S 3.785 S 4,538 

Apphcablr kodcral Income 'Tar R2re /Cot (Jl), 1.45 - GI. (13). 1,451 / [Col (C), L39 ~ Col (I;, 1.191 



3.25 4.16 
5 ?I! 6 91 
6.80 8.32 

3.25 4 16 
5 40 6 91 
6 80 8 32 

4 00 
7.00 
8.50 

1 no 
7 00 
8 50 

3 25 71 16 
5 40 6 91 
6 80 8.32 

i 00 
H 50 

3 25 4 16 
5 10 6 91 
6 sn 8 32 

7.00 
8 50 

3.25 $ 1 6  
5 10 6 91 
6 so 8 32 

3 25 416  
5 40 6 91 
6 80 S 32 

i 25 4 16 
5 10 6 81 
6.SII 8 12 



3.25 
i 10 
6 xu 

1" Metrr 
l'h" Meter 

2" vut-h-blncj 
2' (Compound) 

3" (Turbine) 
3" (Compound) 

1" (Compound) 
6" LTuibmej 

Oter 6-inch 

4"  (Turbmil) 

6" (Compound) 

Semie  C h q c s  
Ilst.rbl~shment 
I3tal1lishment (,%iter Jjonrsj 
Re-cstalhrhrncnt (afim hours) addiriond 

I<ccunneinon (aftel hours) 
Kcconnectton (Deltnquentj 

\Mer  Test (If Correct) 
Deposit 
Depos t  Jntereit 
Re-l~.strblisiimcnt (Yithm 12 hkmths) 
NSI' Check 
Defcrred Payment 
hlrtcr Re-Read (if Correci) 
Ln1e I?E 

.\her I3oucs S ~ ~ T X  Charge 

4 16 
6.91 
8.32 

7 00 
8.50 

Staff 
Rccommende Staff Recommended Stiff 
d Semcr Line .?letel lnsrdlation Recommended 

C h a p  Charges Total 
$495 31.5 810 
$550 i25 1.075 
$830 1.015 1.875 
$830 1.800 2.720 

$1.045 1,670 2.715 
$1.165 2.545 3,710 
$1,490 2,610 4,160 
41.670 I 3,645 I 5.115 
82.210 1 ;.0zi I 7.235 
$2,330 1 6.920 I 9,250 

I \t Cost I 4 i  Cost J 

$55.00 
65 00 
50.00 
65.00 
75.00 
50.00 

15.00 
1.50% 
li.(I0 
I.50% 

FT 

$55.00 
K/.% 
NI.4 

N / 4  
65.00 

50.00 

I *  

30 no 
1.500; 

25.00 
1 . 5 O o a  
35.00 

S55.00 
P;/4 
X/A 

65.00 
N / 4  

50 00 

7* 

20.00 
1.50% 
20 00 
1.50% 
35.00 

NT = S o  Tal-tff 
hlonthlv Sen-ice Chugr for Fire Sprinkler 

*,.* 
***. 
* * - *  
I?*_ 

I" or Smaller 
6" 
8" 
10" 
I x g m  rhan lo" I * * *  

Per Commission Rules (RIS-2-403.B) 
- *  hfonths off syatem times the minimum (RIJ-2-403.D) 

I*- 1.5% on the unpzd  balance per month 
**** 1.00Yo of Monthly Minimum for a Comparable Sized Meter Connccmn, 

but no less than $5 00 per month. The Setmice Charge for Fire Sprinklers 
LS only applicable for service l i m e  sepeiatr mid disnnct from the p n m q  
w,xtrr Se1TI'e hnr. 

+ e * ,  
l x * *  

I*** 

.**. 
*.-* 



I h g o o n  Water Coinpanv 
Docket Nus.\W) 19 1 7 A  14-03 1 2 h N'-O 1 9 17 1- 1 4-0 3 1 3 
'l'rst \'car hndcil 1)ecei:ibvi- i l .  21)i 7 

Typical Rill Analk-sis (withotit Staff Surcharge for Loan) 

(;enera1 Scmce 5/8 \3/4-Inch hIetcr 

I'rescnt Proposed I1oIlar Pcuccnt 
(;ailoIls Ikitcs Rates Increase Inrrrasc 

1 

.\rerage Usage 5,41 I(! s 51 71 s 82.16 s 27.45 50.18" (1 

Median Usage 3,500 4445 69.04 s 24.59 55..31u'o 

Staff Recommended (without Surcharge) 

Avxagc Usage 5,400 s 54.71 s 64.80 s 10.09 18.446 

Medan Usage 1,500 44.45 51.50 S 7.05 15.86''~ 

I'rescnt 8.z l'roposed Rates j\Witliout 'l'aresj 
Gcncral Sen-kc 5/8 s 3/4 Inch Meter 

Consumphon Rates Rates liicrcasc Rates Iiicrensc 
s 32.00 8 53.10 65 94Yo $ 36.00 12.50'% 

1,000 
2,0(10 

7,500 
4,000 
5,000 
5,400 

7,000 
8,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,OOO 
18,000 
19,000 
20,000 
25,000 
10,000 

3,000 

6,000 

9,000 

15,000 
40,000 
45,000 
5U,Ol)O 
75 000 

100,000 

35.25 
38 50 
41.75 
4445 
47.15 
52.55 
54.71 
57.95 
03.35 
68.75 
74.15 
79.55 
86.35 
93.15 
99.95 

l(16.75 
113.55 
120.35 
127.15 
133.95 
140.75 
147.55 
181.55 
21.5.55 
249.55 
283.55 
117.55 
551.55 
-521.55 
691 35 

57.26 
61.42 
65.58 
69.04 
72.49 
73.40 
82.16 
86.31 
93.22 

100.13 
107.04 
113.95 
122.27 
130.59 
138.91 
147.23 
155 55 
163.87 
172.19 
180.51 
188.83 
197.15 
238.75 
280.35 
321 95 
Z6.3.55 
405.15 
416.75 
6.51.15 
862.75 

62 440 0 
59 51" 0 
57 08"6 
55 31"o 
53 740 0 
51 I!9"<, 
50 180 0 
48 94" CJ 

47 15' o 

45 640 0 
44 36' o 

43 24" 0 
41 600 <I 

40 190 0 
18 380,) 
37 920 0 
76 990 0 
36 160 0 
35 420 0 
14 76" 0 
34 1600 
33 62" 0 
71 51'0 
30 (16" 0 
29 01"<> 
28 21 , I  

27 
27 
25 540 ,B 

24 0 

40.0(! 
44.00 
48.00 
51.50 
55.00 
62.00 

69.00 
76.00 
83.00 
90.00 
97.00 

105. 50 
114.00 
122.50 
131.00 
133.511 
148.00 
156.50 
165.00 
173.50 
182.00 
224.50 
267.00 
309.50 
352.00 
394.511 
437.00 
6-19.50 
862.00 

64.80 

13.4850 
I4.29Yb 
14.97% 
15.860 1, 
16.65"o 
17.98'0 
18.44" b 
19.117" b 
19.97% 
20.73" 0 
21 .38'!0 
21.0196 
22.18Ub 
22.3xo;, 
22.56"b 
22.72": 
22.85" 0 
7 1  97"6 
23.08ub 
2 3 . l E b  
23.27% 
23.354; 
2.3.66'>6 
23.87' ;I 

24.020 b 
24.14' b 
24.235b 
24 31UO 
24.53" / I  

24.65"o 



ypical Bill Analysis (with 
~ ; < l l ~ f ‘ l l  > L t \ l C C  5/8 Y i/ 

I’rcscut I’roposc‘J l h l l a r  Percent 
(:ompanv I’roposed (; aIh1s I< 2 t c 5 11‘3 t es Incrcasc Increase 

Alvt.rage Usage 5,400 S 54.71 S 82.16 S 17.15 50.18% 

hfedian Usage 3,500 41 45 69 04 s 2459 5531% 

Staff Rccommcnded (with Sui chaige) 

.%vci.qe Usage 5,400 $ 5471 S 67 55 S 12 84 23 46’/0 

hiedian Usage 3,500 44 45 54.25 S 9.80 2204% 

1’1 csent & Pi-oposed Rates 
(;enc~-al Service 5/8 x 3/4-Inch hfctcr 

Gallons T’rcsent 
Company Staff 
I’roposed Yo Recommetide Yo 

Consumption Rates Rates Increase Rates Increase 
6 32.00 $ 53.10 65.94% $ 38.75 21.08% 

1,000 
2,000 
3,000 
3,500 
4,000 
5.000 
5,400 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
235.000 
30,000 
35,000 
40,000 
45.000 
i0.000 
75,000 

100,000 

35.25 
38.50 
41.75 
44.45 
47.15 
52.55 
54.71 
57.95 
63.3.i 
68.75 
74.15 
79.55 
86.35 
93.15 
99.95 

106.75 
113.55 
120.35 
127.15 
133.95 
140.75 
147.55 
181.55 
215.55 
249.55 
283.55 
3 17.5 5 
,351 .5.5 
521 5.5 
691.55 

57.26 
61.42 
65.58 
69.04 
72.49 
79.40 
82.16 
86.31 
93.22 

100.13 
107.04 
113.95 
122.27 
130.59 
138.91 
147.23 
155.55 
163.87 
172.19 
180.51 
188.53 
197.15 
238.75 
380.35 
i21.95 
36.3.5.S 
405 15 
436 7.S 
6.54.7 5 
862.75 

62.44% 
59.53% 
57.085’0 
55.31% 
53.74YO 
51.09%1 
50.18% 
48.9456 
47.15% 
45.640/0 
44.36% 
43.24% 
41.60”/0 
40.190/0 
38.98% 
3 7.9 2?h 
36.99% 
36.16% 
35.42% 
34.76% 
34.16% 
33.62% 
3 1.5 1 YO 
30.06% 
29.01%i 
28.2 1 Y 7  

27.59’:’u 
27.08% 
2554% 
24.76‘J//; 

42.75 
46.75 
50.75 
54.25 
57.75 
64.75 
67.55 
71.75 
78.75 
85.75 
92.75 
99.75 

105.25 
11 6.75 
125.25 
133.75 
142.25 
150.75 
159.25 
167.75 
176.25 
184.75 
227.25 
269.75 
312.2.i 
35475 
397.25 
139.75 
652.25 
864.75 

21.27% 
21.42% 
21.55% 
22.04% 
22.47% 
23.21% 
23.46% 
23.8 1 Yo 
24.30% 
24.72% 
25.08% 
25.39% 
25.36% 
25.33% 
25.31% 
25.29% 
25.27% 
25.26% 
25.24% 
25.23010 
25.22% 
25.21 Y o  
25.1 7% 
2 5.1 40/0 
25.1 2’10 
35.1 1% 
25.10Yo 
25.09’%1 
25.06Yo 
25.0406 



INCOME STATEMENT 

f 3.')02 (116) 3,785 636 4.538 

$R8,024 ($116) $87,908 703 $ 88,727 

$19,034 $116 $19,151 ($703) $ 18,331 

I >  SO 3,668 3,668 

7.92i $561 1495 1.195 

$15,107 $14,656 $2,965 $ 13,837 

12.912 $2.398 15310 $2.398 15,310 

3,368 7,368 3,168 

5.81 5 10 5 90 

2 16 2 01 

10.11 8.84 

17.7890 I7.?W 

CAPITAL SlRUCTURE 

$li,310 10 i6% 

63.824 49.4'; 9 77,018 53.1i0b 

Si2,ititi 10 7% 952,588 36 29' n 

$12,912 10 0% 

$141.916 i n o . o y / o  S129.321 I 00 0"s 

2 19 

9.64 

1 9 8 7 ' ~  



Schedule h l jR  -6 2 '1 

Terms and Conditions 
I rxm ,\mount 

'l'erin (No. o f  Ycai-5) 
Colnbiiied Intcrcat & I:cc ki te  

Intcrcst iL l tc  Index 
Subsidy Rate lndcx 
Combined lntercst CI: Fee Kate 

Coverage Keyuireincn t 
Debt Sen ice Kcsene I<equit.emeiit 
Number o f  Years llcbt Service Reserve I'unded 

Monthly Fixed payment to WIFA 
Ycarr i timi& i 

hfonthly Fixed I'aymeints to \Vl FA 
iLlonthly Debt SeiT-icc Reserve Deposit 
hlonthly i<eplaccment I'und Deposit 
'l'otal hlontlily liixed l'ayment 

Y(wn 6 h ~ ~ q h  20 
hlonthly Iiiied I'aymcnts to \VIF,\ 
Monthly Dcbt Scnice Kesen-e lleposit 
Montlily Kcplaccment I'und lleposit 
Total hloiithly I'iied Payment 

$218,305 
20.00 

3.00~'c 
156 25" o 

4.69% 
20.00% 

$16,839.60 
5 

$1,403.30 
$280.66 

sO.OO 
$1,653.96 

S1,403.30 
0.00 

$ 280.66 
$1,683.96 

Annual Fiscal Impact 

A\nnual Debt Kesen-e Fund Replacement Fund 'Total Annual 
Year service Deposit rleposlt Fiscal Impact 

I 

3 
4 
5 
6 
7 
8 
9 

Ill 
11 
12 
1 3  
14 
15 
16 
17 
18 
19 
20 
21 

21 
21 
21 
26 
21 
' 8  
29 

3 
L 

31 
-I 

516,833.60 
16,839.00 
16,839.60 
16,839.60 
16,839.60 

16,839.60 
16,839.60 
16,839.60 
16,839.60 
16,839.60 
16,839.6iJ 
16,839.60 
16,839.60 
16,839.60 
16,839.60 
16,839.60 

16,839.60 

0.Oll 
0.(itI 
O.!l0 
0.00 
0.00 
0 110 
0 00 
I).IIO 

li O t l  

16,839.60 

16,839.60 

1ww.m 

S3,367.92 

3,367.92 
3,367.92 
3,367.92 

11.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.0ll 
0.00 
ll.00 
0 00 
0.00 
0.1jiI 
(J.OlJ 

0.I)O 
0.01J 

3,367.92 
$0.00 
0.00 
0.00 
0.00 
0.00 

3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 
3,367.92 

0.00 
0 00 
0.00 
0 00 
0.00 
0.00 
( 1  IJO 

0.01) 
0.1 IO 

$20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,2!17.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 
20,207.52 

0.00 
0.00 
0.00 
11.00 
().(I0 
1).00 
0.00 
0.00 
0.110 

31 I IJ 00 li I10 0 00 0 I 1 0  
$336,792.00 $16,839.60 $50,518.80 $404,150.40 



Dragoon Water Company 
Docket Nos W-01917dl-14-0312 & W-01917A-14-0313 
Test Year Ended December 31,2013 

Schedule LIJR -6.2 13 

Terms and Conditions 
Loan Amount 
Term (No. of Years) 

Combin, Interest Rate 

Monthly Fixed payment to Southwestern Utility Management Company,Inc 
Years 1 t h o &  5 

hfonthlp Fured Payments to Southwestern U&ty Management Company, Inc. 

Annual Fiscal Impact 

$13,194 
5.00 

4.69% 

$247.11 

Annud Debt Reserve Fund Replacement Fund Total Annual 
Year Service Deposit Deposit Fiscal Impact 

1 $2,965.27 $0.00 $0.00 $2,965.27 
2 2,965.27 0.00 0.00 2,965.27 
3 2,965.27 0.00 0.00 2,965.27 
4 2,965.27 0.00 0.00 2,965.27 
5 2,965.27 0.00 0.00 2,965.27 
6 0.00 0.00 0.00 0.00 
7 0.00 0.00 0.00 0.00 
8 0.00 0.00 0.00 0.00 
3 0.00 0.00 0.00 0.00 
10 0.00 0.00 0.00 0.00 
11 0.00 0.00 0.00 0.00 
12 0.00 0.00 0.00 0.00 
13 0.00 0.00 0.00 0.00 
14 0.00 0.00 0.00 0.00 
15 0.00 0.00 0.00 0.00 
16 0.00 0.00 0.00 0.00 
17 0.00 0.00 0.00 0.00 
18 0.00 0.00 0.00 0.00 
19 0.00 0.00 0.00 0.00 
20 0.00 0.00 0.00 0.00 
21 0.00 0.00 0.00 0.00 
22 0.00 0.00 0.00 0.00 
23 0.00 0.00 0.00 0.00 
24 0.00 0.00 0.00 0.00 
25 0.00 0.00 0.00 0.00 
26 0.00 0.00 0.00 0.00 
27 0.00 0.00 0.00 0.00 
28 0.00 0.00 0.00 0.00 
29 0.00 0.00 0.00 0.00 
30 0.00 0.00 0.00 0.00 

$0.00 $0.00 $14,826.33 $14,826.33 



Kate of Kcturn on R a t e  Hasc 

0,"r"""g Ahrgm 

Operating Margin after WIFA Inlerest 

1.1152 

lO7 .UiX 

1,040 
11,338 

197 
4,057 
1.214 

26,319 
1,522 

116 

1,952 

7,000 
6,991 

16.778 

5,33R 
3302 

ux,024 

19,034 

16,778 
1,927 

12,912 
3,605 

15,368 

3,368 
12,000 

19,041 
(1.927) 
15,107 

lO.490 0 

17.i8no 

14.1100 

106,006 

1,052 
3.668 3.668 

107,058 3.668 110.726 

1.040 
11.538 

197 
4.057 
124 1 

26,319 
1.522 

1 *6 

1,040 
11.538 

197 
1.057 
1.244 

26,319 
1,522 

146 

1,952 1,952 

7,000 
6$9l 

16,778 

7,000 
6,991 

16,778 

5,338 67 5,404 
(116) 3.785 636 4,53U 
(116) 87,908 703 XX,727 

116 l 9 , l i l  2,965 21,999 

16,778 16,77S 

2,398 35,110 2,396 15,310 
3.605 3,605 

567 4,49.5 567 4,195 

(2,SlO) 12,519 2.965 l.5,368 

3,368 3.368 
(2,849) 9,152 2,965 12,000 

116 19,151 
(567) (4.405) 
(451) 14.6% 

10.56no 

17.89"o 

13 6'1' o 

2,965 21,999 
(567) (4,495) 

2.39x 17,505 

13.1 3"'" 

19 87"b 

15 814; 



Dragoon Watcr Company 
Doclet No, W-01917A-14-0312 & W-01917A-14-0313 
Test Year Ended Dccemher 31,ZOU 

CALCULATION OF INFRASTRUCTURE SURCHARGE AMOUNT 

Infr~structure Surcharge Based on AUWA Meter Multiplier 

1 

Incremeo tal 
,~ Surc h argc I axes 

2.19 
$ 12,000 $ 2,965 $ 703 $ 

Total Equivalent Annual Bills 

5/8"x 3/4" Meter Surcharge Amount $3,668 s 1.0 = $ 

3/4" Meter Surcharge Amount $3,668 1 x 1.5 = $ 

1" Meter Surcharge Amount $3,668 1 I 2.5 = $ 

1 1/2" Meter Surcharge Amount 53,668 1 x 5.0 = $ 

2" Meter Surcharge Amount $3,668 1 x 8.0 = $ 

3." Meter Surcharge Amount $3,668 1 x 16.0 = $ 

4" Meter Surcharge Amount $3,668 1 x 25.0 = $ 

6" Meter Surcharge Amount $3,668 / s 50.0 = $ 

hfctcr Nuin bcr of Meter Equir-alent Eqmvalent Monthl~ 

Schedule MJR-8 

3,668 

1,336 

2.75 

4.12 

6.87 

13.73 

21.97 

43.95 

68.67 

137.34 

Size Customers ' Multtplier Customcrs KO. of nills Surcharge Surcharge Amount 
5/8" x 3/4" hletcr 102 1 102 1,218 0 2.75 S 32.96 $ 3,346 
.3/4" hfeter 1.5 4.12 $ 49.44 $ 
1 I' Mctcr 4 2.5 10 118 6.87 $ R2.40 $ 323 

2" hlctcr 8 21.97 $ 263.69 $ 
3" Meter 16 43.95 $ 52738 5; 
4" hlctcr 25 68.67 F 824.01 $ 

1,648.06 P 6" Meter 50 137.34 $ 

1 112" hfctcr 5 13.73 $ 164.81 $ 

' I ' (~ l~A1,  105 111 1,336 6 3,668 
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Recommendations: 

Engineering Report 
Dragoon Water Company 
Prepared By 
Dorothy Hains, P. E. 
Docket Nos. W-01917A-14-0313 
(Rat e s ) 
Docket Nos. W-01917A-14-0312 
(Financing) 

February 9,2015 

EXECUTIVE SUMMARY 

1. Arizona Corporation Commission (“ACC” or “Commission”) Utilities Division Staff 
(“Staff’) recommends estimated annual water testing costs of $1,522 for Dragoon Water 
Company, Inc. (“Dragoon” or “Company”). (See $1 and Table 4 for discussion and details.) 

2. Staff recommends the depreciation rates by individual National Association of Regulatory 
Utdity Commissioners category, as delineated in Figure 6. (See $J and Figure 6 for a 
discussion and a tabulation of the recommended rates.) 

3. Staff recommends approval of the meter and service line installation charges listed under the 
columns labeled “Staff Recommendation” in Table 6. (See $L of report for hscussion and 
details .) 

4. Staff recommends that the Company coordinate when it reads its production and customer 
meters and file this data semiannually with Docket Control, as a compliance item in thrs 
docket. Staff further recommends that the first water use data report be fded by September 
30, 2015. Staff further recommends that the Company apply to the Water Infrastructure 
Finance Authority (“WIFA”) for a Planning and Design Technical Assistance Program 
grant. This technical assistance grant would be used for an enpeering analysis to seek a 
resolution of the Company’s water loss problem. Staff further recommends that the 
Company file a plan to fund the implementation of a water loss reduction project when the 
Company files its next rate application with the Commission. (See SD for lscussion and 
de tails .) 

5. Dragoon does not have approved Best Management Practices (“BMP”) tariffs on file with 
the Commission. Staff recommends that Dragoon file with Docket Control, as a 
compliance item in thls docket and w i h  45 days of the effective date of a decision in this 
proceeding, at least three (3) BMPs in the form of tariffs that substantially conform to the 
templates created by Staff for Commission’s review and consideration. The templates 
created by Staff are available on the Commission’s website at 
ht~://mv.azcc.eov/Divisions/Ut&ies/forrns.as~. Staff further recommends that a 



maximum of two BMPs may come from the “Public Awareness/Public Relations” or 
“Education and Training” categories. ‘Ihe Company may request cost recovery of the actual 
costs associated with the BMPs implemented in its next general rate application. (See $L of 
report for Qscussion and details.) 

Conclusions: 

1. A check of the Commission’s Compliance Section database dated September 10, 2014, 
indicated that Dragoon had no ACC dehquent compliance items. (See SH of report for 
lscussion and details.) 

2. Dragoon is not in any Arizona Department of Water Resources (“ADWR) Active 
Management Area. Staff received a Compliance Status Report from ADWR for Dragoon on 
September 12, 2014. In its report, ADWR stated that the Company is compliant with 
departmental requirements governing water providers and/or community water systems. 
(See SG of report for Qscussion and details.) 

3.  In a Compliance Status Report dated October 3, 2014, Arizona Department of 
Environmental Quality reported that Dragoon had no major deficiencies and was delivering 
water that meets water quality standards required by 40 CFR 141 (National Primary Drinkmg 
Water Regulations) and Arizona Administrative Code, Title 18, Chapter 4. (See tjF of report 
for discussion and details.) 

4. Dragoon has adequate production and storage capacities to support its existing customer 
base and reasonable growth. (See SC of report for discussion and details.) 

5. Staff concludes, based on its field inspection, that the expenses for capital improvement for 
Well No. 2 listed in Table 5 are reasonable. (See $K of report for discussion and details.) 

6. Dragoon has approved cross connection and curtadment tariffs on file with the 
Commission. (See tjL of report for Qscussion and details.) 

7.  Dragoon had a 24.2 percent water loss during the test year. The Company claims that it is 
not cost effective for it to reduce water loss to below 10 percent. In the past ten year period 
Dragoon has reported annual water losses both above and below the 10 percent threshold, 
and even negative water losses, which calls into question the validity of the water use data 
being reported by the Company. It appears that Dragoon has not been recording its water 
use data correctly. 
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A. PURPOSE OF REPORT 

Ths report was prepared in response to the applications filed by Dragoon Water Company, Inc. 
(“Dragoon” or c‘Company)7) with the Arizona Corporation Commission (“ACC” or “Commission”) 
to increase its water rates and for authority to incur long term debt in the amount of $26,000. The 
ACC Utilities Division Staff (“Staff 3 performed an engineering review and analysis of the subject 
application. The results of Staffs review and analysis is presented in this report. 

An inspection of the Company’s system was conducted by Dorothy Hains, Staff E n p e e r  (Stafi), 
accompanied by Mary Runback (Staff Accountant), Keith Dojanquez (Manager of Southwestern 
Uallty Management) and Mathew England (Operator and Supervisor of Southwestern Uallty 
Management) on December 3,2014. 

B. LOCATION OF THE COMPANY 

The Company serves the unincorporated community of Dragoon, which is located between Wilcox 
and Benson in Cochise County, about three d e s  southeast of Interstate 10. Figure 1 describes the 
Certificate of Convenience and Necessity (“CCBN”) area of Dragoon, and Figure 2 describes the 
location of Dragoon relative to other regulated water uallties serving in the area. The CCBN area 
includes portions of Sections 13, 14 and 24 in Township 16 South (“T16S’3 and Range 22 East 
(“R22E”) and Sections 18 and 19 in Tl6S and R23E and part of Section 36 of T15S and R22E. 

C. DESCRIPTION OF SYSTEM 

I. System Demz$tioTz 

Dragoon’s system is regulated under Arizona Department of Environmental Quality (“ADEQ’) 
Public Water System (“PWS”) No. 02-015. Dragoon operates a system containing two wells, two 
storage tanks, four pressure tanks, and a distribution system to serve approximately 121 customers 
during the test year ending December 2013. A detailed plant facihty description is as follows: 

Table 1 Plant Facility and Well Data (Dragoon) (in PWS #02-015) 

Active Drinking Water Wells 

ADViRNo. Well# Year Casing Well Well Pump Pump Yield Location 
Drdled Size Depth Meter (H9 (GPW 

(inches) (ft) Size 
(inches) 

55-631739 1 1958 12 760 3 15 55 4832 5th St. (E Sully 
Dr.), Dragoon 

55-631738 2 1967 12 987 4 30 200 N. Leed Ave & 
Johnson Ave 
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Active Storage, Pumping 

Location I Structure or equipment I Capacity 
In Well #1 Site (4832 5t” St/E Sully I Pressure Tank I One 2,000 gallon tank 

Dr.) 
Storage Tank One 40,000 gal steel tank (1 6’ deep) 

I I 

Booster pump station Two 5-E-P booster pumps 

Johnson Ave) 
Storage tank One 15,000 gal steel tank (12’ deep) 

Near “The Thmg” 

Distribution Mains in Dragoon CC&N Area 

Diameter (inches) Material Length (feet) 
2 Polyvinyl chloride CpVC) C900 890 
3 Asbestos Cement (AC) 2,830 
4 AC 4,030 
6 AC 600 
3 PT‘C C900 16,418 
6 PVC C900 8,860 
4 PVC 560 
2 PVC 5hn 

Meters in Dragoon CC&N Area 

Size (inches) Quantity 

5/8 x % 122 
% 0 
1 20 

1 Y2 0 
2 2 
3 0 
4 0 
8 0 
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The water system has a total source capacity of 255 gallons per minute (L‘GPM’) and storage 
capacity of 65,000 gallons that are adequate to serve the present customer base and reasonable 
growth. 

D. WATER USAGE 

Table 2 summarizes water usage in the Dragoon CC&N area. Figure 4 is a graph that shows water 
consumption data in gallons per day per connection for the Dragoon system for the test year endmg 
in December 2013. 

Table 2 Water Usage in Dragoon CC&N Area 

I. Water Sold 

Based on information provided by the Company, the calculated hghest use is 306 gallons per day 
(“GPD”) per customer in June and the lowest is 138 GPD per customer in March. The average 
water usage was 209 GPD per customer. Water use for the test year of 2013 is presented in Figure 
3. 

II. Non-account Water 

Non-account water should be 10 percent or less. The Company reported 9,074,000 gallons sold and 
11,96?,000’ gallons pumped and purchased, resulting in a water loss of 24.2 percent which exceeds 
the acceptable h t  of 10 percent. 

1 11,938,000 gallons (pumped water) and 29,000 gallons (purchased water) total 11,967,000 gallons 
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In Decision No. 65132, the Commission ordered Dragoon to reduce its water loss to less than 15 
percent by December 31, 2003, and “in the event Dragoon is unable to reduce water losses to 10 
percent or less, shall file with its next rate case, an explanation of why such reduction is not cost 
effective.” On October 10, 2014, Dragoon filed a document in which it explained why water loss 
reduction to less than 10 percent is not cost effective. 

Staff evaluated the water usage data in Dragoon’s Annual Reports from 2003 to 2013. The results 
are listed in the table below: 

Year 
2003 33.36 
2004 8.49 
2005 8.63 
2006 7.96 
2007 25.07 
2008 11.88 
2009 16.63 
2010 -57.31 
201 1 -16.27 
2012 -18.83 
2013 24.2 

Calculated Water Loss (in Yo) 

In its October 10,2014, f h g  the Company claims that it is cheaper to do nothmg and continue to 
pay the added pumping and chemical costs than to repair and replace leaking or malfunctioning 
plant. In the past ten year period, Dragoon has reported annual water losses both above and below 
the 10 percent threshold, and even negative water losses, which calls into question the validity of the 
water use data being reported by the Company. It appears that Dragoon has not been recording its 
water use data correctly. 

Staff recommends that the Company coordinate when it reads its production and customer meters 
and file this data semiannually with Docket Control, as a compliance item in this docket. Staff 
further recommends that the first water use data report be filed by September 30, 2015. Staff 
further recommends that the Company apply to the Water Infrastructure Finance Authority 
(“WIFA”) for a Planning and Design Technical Assistance Program grant. This technical assistance 
grant would be used for an engineering analysis to seek a resolution of the Company’s water loss 
problem. Staff further recommends that the Company file a plan to fund the implementation of a 
water loss reduction project when the Company files its next rate application with the Commission. 

E. GROWTH PROJECTION 

Figure 4 depicts the customer growth using linear regression analysis. The numbers of service 
connections were obtained from annual reports submitted to the Commission. At the end of the 
test year December 2013, the Company had 121 customers and it is projected that thls system could 
have approximately 124 customers by December 2018. The following table summarizes Staffs 
projected growth. 
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Table 3 Actual and Projected Growth (Dragoon) 

Year Nos. of Customers 
2005 130 Revorted 

I 2006 I 142 I Revorted I 
2007 142 Estimated 
2008 144 Reported 
2009 128 Reported 
2010 127 Reported 
201 1 127 Reported 
2012 123 Reported 
2013 121 Reported 
201 4 127 Estimated 

I 201 5 I 126 I Estimated I 
2016 126 Estimated 
2017 125 Estimated 
201 8 124 Estimated - 

F. ADEQ COMPLIANCE 

ADEQ has reported in a Compliance Status Report dated October 3, 2014, that Dragoon’s water 
system operating under PWS No. 02-015 had no major deficiencies and is delivering water that 
meets water quality standards required by 40 CFR 141 (National Primary Drinking Water 
Regulations) and Arizona Adrrrrmstrative Code, Title 18, Chapter 4.) 

G. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) COMPLIANCE 

Dragoon is not in any Active Management Area. Staff received a Compliance Status Report from 
ADWR for Dragoon on September 12, 2014. In its report ADWli reported that Dragoon is 
compliant with departmental requirements governing water providers and/or community water 
sys tems. 

H. ACC COMPLIANCE 

A check of the Commission’s Compliance Section database dated September 10,2014, indicated that 
the Company had no ACC dehquent compliance items. 

I. WATER TESTING EXPENSES 

Dragoon reported its water testing expense at $1,703 for the test year. Staff has reviewed Dragoon’s 
reported expense amount and has recalculated these expenses. Staff recommends that Staffs water 
testing expense of $1,552 be used for this proceeding. 

Dragoon is subject to mandatory participation in the ADEQ Monitoring Assistance Program 
(“MAP”). Staff calculated the testing costs based on the following assumptions: 
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1. MAP wdl do baseline testing on everythmg except copper, lead, bacteria, and 
dsinfection by-products. 

2. The estimated water testing expenses represent a minimum cost based on no “hits” 
other than lead and copper, and assume cornpositing of well samples. If any 
constituents were found, then the testing costs would dramatically increase. ADEQ 
testing is performed in 3-year compliance cycles. Therefore, monitoring costs are 
estimated for a 3-year compliance period and then presented on an annualized basis. 

3. MAP fees were based on the ADEQ MAP invoice for calendar year 2013. 

Table 4 shows Staffs estimated annual monitoring expense. 

Table 4 Water Testing Cost (Dragoon - PWS #02-015) 

- 
Monitoring - 2 wells & 2 
POEDs 
(Tests per 3 years, unless per test three year noted.) period year period 

No. of Total cost 
per three Annual Cost 

Cost tests per 

Bacteriologcal-monthly I $25 I 72 I $1,800 1 $600 II 
AUP ‘1 $300 MAP MXP 

Inorganics - Priority 
Pollutants 

I I I I 

MAP Rachochemical - (1 / 4 yr) 1 $60 I I AMP MAP 
~ 

Phase I1 and V 

IOC’s, SOC’S, VOC’S $2,805 MAP 

MAP 

1MYP 

Asbestos - per 9 years $180 2% MAP AMP 

Lead & Copper - annual* $40 5 $200 $66.67 

A L W  1WP 

AMP 

MAP 

Nitrites $25 MAP 

Nitrates - annual 525 MAP 

$265 II TTHM/HHhsl I $265 I 3 I $795 I 
$0 72 $0 

Maximum chlorine residual 
levels 

I 11 MAP Fee I I 1 $620.08 I 
Total $1,551.75 

Note: Turner Lab charges $1 lO/unit for testing TTHM and $155/unit for testing NHAs. 

Water testing expenses should be adjusted to the annual expense amount shown in Table 4 which 
totals $1,552. 
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J. DEPRECIATION RATES 

Staff has developed typical and customary depreciation rates withm the range of anticipated 
equipment life. These rates are presented in Figure 6, and should be used to calculate the annual 
depreciation expense for the Company. Staff recommends that the depreciation rates by indlvidual 
National Association of Regulatory Uallty Commissioners (“NAKUC”) category, as delineated in 
Figure 6 be used. 

K. FINANCING APPLICATION (DOCKET NO. W-01917A-0312) 

On August 21,2014, Dragoon submitted a finance application for authority to incur long term debt 
in the amount of $26,000 from Southwestern Uallty Management, Inc. (“SWUM”) whch manages 
Dragoon, to fund water system improvements. Included in its loan authorization request was 
$45,922.37 to pay for the cost of replacing a 30-HP well pump in Well No. 2, which was completed 
in September 2013. In the Company’s Response to Data Request No. DH-1.11, Dragoon stated 
that the well pump replacement was for emergency repairs, and Dragoon also provided a copy of 
the repair invoice. Staff understands that SWUM loaned $26,000 to Dragoon for a part of the 
$45,900 pump replacement project. The summarized capital improvement is listed in the Table 
below: 

Table 5 Enpineerinp Cost (Drapoon) 

Total 45,922.37 45,922.37 

Staff evaluated the information obtained from Staffs field visit and concluded that the cost for well 
pump replacement work, at a total cost of $45,922.37, was reasonable. Staff also concludes that the 
capital improvements at Well No. 2 listed in Table 5 were appropriate. 
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L. OTHER ISSUES 

I. Service Line and Meter Installation Cbatge? 

The Company has proposed to increase its Service Line and Meter Installation charges. The 
Company also proposes separate service line and meter installation charges via this rate application. 
The Company’s proposed charges are within Staffs typical range for senice line and meter 
installation charges. Therefore, Staff recommends approval of the Company’s proposed charges. 
The charges listed in Table 6 under the columns labeled “Staff recommended” should be adopted. 

Table 6 Service Line and Meter Installation Charges (Dragoon) 

Meter Size 

5/8 x 3/4-inch 

3/4-inch 

1 -inch 

Charges 
$400 $445 $155 

$475 $445 $255 

$550 $495 $315 

1 %-inch $775 $550 $525 

(Turbine) 

(Compound) 

2-inch $1,375 $830 $1,045 

2-inch $1,375 $830 $1,890 

i-inch (Turbine) $1,975 $1,045 $1,670 

3-inch $1,975 $1,165 $2,545 

I-inch (Turbine) $3,040 $1,490 $2,670 

4-inch $3,040 $1,670 $3,645 

(Compound 

(Compound 
,-inch (Turbine) $5,635 $2,210 $5,025 

I 

6-inch I $5,635 I $2,330 I $6,920 
(Compound 
Over 6-inch N /A At cost  At Cost 

$600 $445 

$700 $445 $255 

$810 $495 $315 

$1,075 $550 $525 

$1,875 $830 $1,045 

$2,720 $830 $1,890 

$2,715 $1,045 $1,670 

$3,710 $1,165 $2,545 

$4,160 $1,490 $2,670 

$5,3 15 $1,670 $3,645 

$7,235 $2,210 $5,025 

$9,250 $2,330 $6,920 
I I 

At Cost 1 At Cost I At cost 

’ Staff 
Recommended 

(Meter 
installation 

charge) 
$155 

~ 

II. Curtailment T a n f  

The Company has an approved Curtailment Tariff on file with the Commission. 

Staff 
Recommended 

total charges 1 

$7,235 

$9,250 

At Cost I 

* Service line and meter installation charges are r ehdab le  advances. 
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III. Cross Connection or Backj?ow Prevention Tan# 

The Company has an approved Cross Connection & Backflow Prevention Tariff on file with the 
Commission. 

IV .  Best Management Practices (“BMP ’3 Tarzfs 

Staff recommends that Dragoon file with Docket Control, as a compliance item in this docket and 
w i h  45 days of the effective date of a decision in thls proceedmg, at least three (3) BMPs in the 
form of tariffs that substantially conform to the templates created by Staff for Commission’s review 
and consideration. The templates created by Staff are available on the Conmission’s website at 
http: / /~~.azcc.eov/Divis ions/U~ties/forms.asD.  

Staff further recommends that a maximum of two BMPs may come from the “Public 
Awareness/Public Relations” or “Education and Training” categories. The Company may request 
cost recovery of the actual costs associated with the BMPs implemented in its next general rate 
application. 
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FIGURE 1 

Dragoon Water Certificate Service Area 
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FIGURE 2. 

LOCATION OF DRAGOON WATER SERVICE AREA 

6 T Y  

0 Winchester Water Cmpany 

WIUCOX * 

Bashmsnn Spnngr 
Ubllty Company 

@ 
8 

,day Water Company 

su1ger water 

Soulhwertern Farm 6 Cat 

Brooke Water LLC 

8 

r 

DOUGLAS 

8 



Dragoon Water Company 
Docket No. W-0 19 17A- 14-03 12 (financing) 
Docket No. W-0 1 9 1 7A- 14-03 1 3 (rates) 
Page 12 

FIGURE 3 SYSTEMATIC DRAWING 
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FIGURE 1 

WATER USAGE IN DRAGOON WATER SERVICE AREA 

During Test Year (Jan 2013 - Dec 2013) Water Usage In 
Dragoon Water (PWS #02-015) CC&N Area 
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FIGURE 5 

ACTUAL AND PROJECTED GROWTH I N  DRAGOON WATER SERVICE AREA 

During Test Year (Jan 2013 - Dec 2013) Water Usage In 
Dragoon Water (PWS #02-015) CC&N Area 
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FIGURE 6 

Water Depreciation Rates (Dragoon) 
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